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GENERAL ACCOUNTING OFFICE
The establishment of an Auditor General position in the United Nations was suggested
recently in a GAO report titled, Improving the Management and Coordination o f
Reviews, Inspections, and Evaluations in the U .N. System. The new position,
as well as an enlarged Board of Auditors, would seek to aid the Joint Inspection
Unit, which is the only organization with the authority to inspect or evaluate
U.N. programs. Additionally, the GAO recommends the State Department not only
encourage the Unit to exchange ideas with other review groups, such as external
audit groups, but also to continue to support the establishment of the Auditor
General position and an expanded Board of Auditors. Copies of the report may
be obtained by contacting the GAO at 202/275-6241 and requesting document ID-81-11.
INTERSTATE COMMERCE COMMISSION
Proposed rulemaking to adopt cost center accounting and reporting for class I rail
roads was recently suspended in a notice from the Commission (see the 11/25/80
Fed. Reg., pp. 78191-92). The Commission proposed the rulemaking 10/79, and
extended the comment period in a notice published 1/3/80 (see the 1/7/80 Wash.
Report). The rulemaking was suspended effective 11/25/80, because the Commission's
new costing methodology, the Uniform Rail Costing System, has not been fully imple
mented. Further, recent railroad legislation, such as the Railroad Transport
a tion
Policy Act of 1980, present alternative accounting approaches which could pre
clude the adoption of the proposed cost center system. For additional information
contact Bryan Brown at 202/275-7448.
A comprehensive program for ICC implementation of the Staggers Rail Act of 1980
was recently announced by chairman Darius Gaskins. Describing the legislation as
"an important step forward.giving railroads the pricing freedom necessary to
earn adequate revenues and in expanding competition in the transportation indus
try," Gaskins said the ICC "is prepared to implement the new legislation quickly
and in the spirit in which it was enacted." The Chairman disclosed that the
Commission plans to propose more than 20 rules within the next 45 days, some
of which would repeal existing regulations. The Commission will also begin
to prepare five reports required to be submitted to Congress during the next
two years. Highlights of the legislation and a list of Commission actions to be
taken in the next 45 days are available from the Office of Communications, Room
1211, IOC, Washington, D.C. 20423 or by telephone at 202/275-7252.
SECURITIES AND EXCHANGE COMMISSION
The Division of Corporation Finance has implemented new processing procedures with
respect to filings made under the Securities Act of 1933 and the Securities
Exchange Act of 1934. As a result, Release No. 33-5231 will no longer be in
effect. Under the new procedures, certain 1933 Act registration statements may
not be reviewed.
In such cases, requests for acceleration of effectiveness will
be treated as confirmation by participants in the offering of their awareness
of their statutory obligations under the Federal securities laws.
TREASURY, DEPARTMENT OF
Income tax treatment of expenditures for attempts to influence legislation is the
subject of recently proposed regulations from the IRS (see the 11/25/80 Fed. Reg.,
pp. 78167-172). The proposal is intended to amend existing regulations and to
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clarify guidelines for determining whether a communication constitutes an attempt
to influence the public with respect to legislation. The proposed regulations
set out a three-factor test for making this determination, amend certain related
rules and provide for reporting by organizations making expenditures for pur
poses of influencing the public with respect to legislation. The proposal will
affect taxpayers and private foundations making expenditures of this kind directly
or indirectly and the organizations through which taxpayers make such expenditures
Written comments and requests for public hearing are requested by 1/26/81. For
additional information contact Paul Francis at 202/566-3297.
The AICPA and 13 other witnesses including the American Bar Association, pressed for
substantial revisions of Treasury proposals in testifying at the 11/25/80 hearing
on amendments to circular 230 (see the 11/24/80 Wash. Report). Most criticism
of the proposed rules was directed to the use of the due diligence standard, the
"more likely than not" provision and the proposed definition of tax shelter.
The AICPA questioned why the definition of disreputable conduct in sec. 10.51
encompasses all Federal tax opinions and not just tax shelter opinions. Further,
the AICPA questioned whether pro forma projections of tax consequences to indivi
dual taxpayers would be included in the term tax shelter and recommended language
to specifically exclude such projections. The hearing panel consisted of only
Treasury officials. No one from IRS was on the panel to emphasize the distinction
between the IRS and Treasury's roles in formulating and applying disciplinary
standards for tax practioners.
A revised definition of the phrase "land used in farming" is the subject of final
regulations recently issued by the IRS (see the 11/26/80 Fed. Reg., pp. 78633-35).
The regulations set out a new, less restrictive interpretation of the phrase for
purposes of determining whether Soil and water conservation expenditures are
deductible. The regulations present a two part test under section 1.175-4 of
26CFR Part 1, for meeting the requirements for deductibility under section 175
of the Internal Revenue Code. The regulations are effective for taxable years
after 1953. For additional information contact Paul Francis at 202/566-3297.
A senior trial attorney position has been created at the IRS by the chief counsel's
office in order to strengthen its frontline litigation team. According to the
chief counsel's office, one of the main objectives of the new program is to
make sure the most talented litigators are available for the major issue cases
nationwide so that tax court cases will be evenly matched between IRS attorneys
and private attorneys or representatives. Major issues senior litigators would
be handling include approximately 580 groups of cases presently in Tax Court,
each involving over a million dollars, as well as cases involving commodity
straddles and shifting of income from U.S. to Puerto Rico. The new program,
initially, will be staffed by 14 attorneys recently selected from the seven
IRS regional counsel offices and three attorneys who have been functioning, in
part, as special attorneys. For additional information contact Steve Miller
at 202/566-6122.
Final regulations implementing provisions for foreign earned income exclusions and
deductions for excess foreign living costs mandated by the Foreign Earned Income
Act of 1978, were recently adopted by the IRS. A number of revisions were made
to the original 5/9/79 proposals, including a liberalization of the definition
of "camp" when determining whether Americans working abroad qualify for the
$20,000 exclusion provided under Sec. 911 of the IR Code, and a new formula for
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determining the amount of foreign taxes to be allocated to excluded earned
income when those taxes cannot specifically be allocated to the excluded
earned income. The IRS also deleted a provision that a taxpayer who spends
two consecutive months in the U.S. is considered to be in the U.S. during the
two-month period in the absence of unusual circumstances and reductions in,
rather than disqualifications from, Sec. 913 deductions when the taxpayer or
his spouse is compensated in whole or in part by an allowance excludable from
gross income under Sec. 912. The regulations apply to taxable years beginning
after 12/31/77. For additional information contact Martha E. Kadue at 202/5663289.
SPECIAL:

AICPA NATIONAL CONFERENCE ON BANKING TO BE HELD 12/4-5

J. Charles Partee, a member of the Federal Reserve System's Board of Governors,
and Muriel Siebert, superintendent of the State of New York Banking Department, will
be among the speakers at the AICPA's National Conference on Banking to be held
12/4 and 12/5/80, at the Capitol Hilton, Washington, D.C. Topics to be discussed
include bank mergers and acquisitions, repurchase agreements, forward placements and
financial futures, standby commitments, and significant changes in the revised
AICPA Audit and Accounting Guide for Banks. For additional information contact
Craig Mason at 202/872-8190.

For additional information contact Jim Kovakas, Gina Rosasoo,
Nick Nichols or Kathee Baker at 202/872-8190.
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